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Order Instituting Rulemaking to Review Rulemaking 03-08-018
Policies Concerning Intrastate Carrier (Filed August 21, 2003)
Access Charges.

REPLY COMMENTS OF THE DIVISION OF RATEPAYER
ADVOCATES AND THE UTILITY REFORM NETWORK
ON PHASE III ISSUES

Pursuant to Rule 77.6(c) of the Commission’s Rules of Practice and
Procedure, and the March 14, 2006 Notice of Availability, The Division of
Ratepayer Advocates (DRA) and The Utility Reform Network (TURN) submit
these Reply Comments on Phase III Issues. Silence on a particular issue should not

be construed as agreement with the positions of any party.

L. INTRODUCTION
DRA and TURN generally support the implementation of a more efficient

and uniform rate structure for all carriers, but only when doing so does not harm
ratepayers. For Phase III of this proceeding, Decision.06-04-071 invites parties to
address whether the intrastate access charge reform policy established in D.06-04-
071, which removes the NIC and TIC elements from the intrastate access charges of
the two largest incumbent local exchange carriers (ILECs) in California, should be
extended to other local exchange carriers.t

With regard to the Small LECs, because removing the NIC and TIC would

result in either rate increases and/or additional draws on the California High Cost

1D.06-04-071 at 10-11.
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Fund A (CHCF-A), DRA and TURN urge the Commission to refrain from
extending these access charge reforms to the Small LECs at this time in order to
avoid these and other adverse financial impacts on ratepayers. With regard to
CLECs, DRA and TURN continue to urge the Commission exclude CLECs from
any access charge reform, but note that capping CLECs’ intrastate access charges in

a manner similar to the cap on CLECs’ interstate access charges may be reasonable.

II. DISCUSSION

Parties are somewhat divided on the issue of whether the proposed policy to
eliminate the NIC and TIC access rate elements for AT&T and Verizon should be
extended to CLECs, mid-sized LECs, and the Small LECs. For example, AT&T
Communications of California and its affiliated CLECs (the AT&T-CLECs)
recommend that this policy should apply equally to all local exchange carriers.2 On
the other hand, the Small LECs raise concerns about the financial implications of
the ensuing rate rebalancing for their constituents and the California High Cost
Fund-A (CHCF-A) should this proposal be adopted.§ The AT&T-CLECs and
MClImetro support changes in CLEC access charges by, for example, applying a cap
based on the access charges of the ILEC in whose territory the CLEC is serving the
customer,? while CALTEL strongly urges the Commission to refrain from changing

its policies towards CLEC access charges.§

2 Opening Comments of AT&T Communications of California, TCG Los Angeles, Inc., TCG San
Diego, and TCG San Francisco on Phase III Issues (Comments of the AT&T-CLECs), May 19,
2006, at 1-2.

2 Opening Comments of the Small LECs in Response to D.06-04-071 (Comments of the Small
LECs), May 19, 2006, at 6.

4 Comments of the AT&T-CLECs at 1-2; Opening Comments of MCImetro Access Transmission
Services LLC (U-5253-C) (Comments of MCImetro), May 19, 2006, at 2-3.

2 Comments of the California Association of Competitive Telephone Companies on the Extension
of Access Charge Policies to CLECs (Comments of CALTEL), May 19, 2006, at 2.
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A. The Commission Should Avoid Rate Increases and/or Additional
Draws on the CHCF-A.

While DRA and TURN generally support a policy of maximizing the
efficiency of rate structures, any revenue recovery mechanism utilized to offset the
removal of the NIC and TIC for the Small LECs would necessitate basic rate
increases, additional draws on the CHCF-A, or a combination of the two. As noted
by the Small LECs, however, since each of them has basic rates at or above the
statutory maximum of 150% of Pacific Bell’s (AT&T’s) basic rate, the burden of
replacement funding would likely fall substantially upon the CHCF-A.% Inasmuch
as all California ratepayers pay into the CHCF-A,% increased CHCF-A draws to
fund reductions in access charges to benefit interexchange carriers would negatively
impact California ratepayers.

Furthermore, as the Small LECs noted, it would be imprudent for the
Commission to adopt these reforms for the Small LECs in view of pending changes
to intercarrier compensation (ICC) policy at the federal level that would equalize
interstate and intrastate access charges:

It makes little sense for this Commission to order
changes in intrastate access charges for the remaining
ILECs at this time, and create an interim change when a
NARUC-supported ICC proposal appears to be coming
before the FCC for consideration relatively soon. Also
by making a NIC or TIC change now for the small and
mid-sized ILECs, the Commission will shift the revenue
shortfall burden to either end users or the applicable
CHCEF, as opposed to any Federal Access Recovery
Mechanism that may be adopted by the FCC (and which
has been presented to the FCC as an option in the new
ICC regime).§

¢ Comments of the Small LECs at 3.
I With certain limited exceptions.
81d at 2.
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Thus, it would make sense to refrain from changing the access charges of the
Small LECs at this time and await federal ICC reforms. This could allow for
recovery of any revenue shortfalls resulting from access charge reductions to be
incremented against a national billing base, thereby minimizing the potential rate
shock for California ratepayers.2 On balance, the Commission should sustain the
NIC and TIC for the Small LECs in order to spare ratepayers from local rate or

surcharge increases that would only benefit interexchange carriers.

B. The Proposal to Cap CLECs’ Intrastate Access Charges in
Accordance with the FCC’s Interstate ICC Policy Has Merit.

CALTEL states that there is no need for the Commission to address CLEC
access charges in this proceeding.m DRA and TURN have similarly explained in
various comments in this docket the reasons why the Commission should not
address CLEC access charges. In the alternative, however, CALTEL proposes
capping CLEC access charges at the rate of the serving ILEC plus 10% and lists
several contingencies that should accompany the adoption of such a cap.g The
AT&T-CLECs and MClImetro also propose a cap, without the additional 10% or the
contingencies, as being consistent with the approach of the Federal
Communications Commission (FCC).Q

If the Commission chooses to tackle the issue of access charge reform for
CLECs, DRA and TURN do not oppose capping CLEC access rates. Imposing
caps on CLEC access rates at a level equal to that of the ILEC in their respective
service territories seems reasonable to the extent that it promotes neutrality and
consistency with FCC policy for interstate access charges. In addition, a cap is an
efficient way to regulate CLEC access rates in lieu of conducting protracted costing

proceedings for each CLEC that would divert valuable Commission time and

21t is also worth noting that the Commission’s stated intent to open an OIR on the CHCF-A
1% comments of CALTEL at 2.

U7d at 3-4.

2 Comments of the AT& T-CLECs at 1-2; Comments of MCImetro at 3-4.
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resources from other issues of greater interest to and which could provide direct
benefits to ratepayers. With regard to CALTEL’s proposal for a cap plus 10% that
is contingent upon certain “considerations and caveats,” the contingencies appear
to mostly be reasonable. DRA and TURN note, however, that it is unclear why
CLEC:s should be allowed to charge up to 10%, an seemingly arbitrary amount,

over the relevant ILEC rate.

III. CONCLUSION

In adopting access charge reforms, the Commission should ensure that its
policies insulate ratepayers from unnecessary rate increases, increased CHCF-A
draws, and other financial impacts resulting from changes in access charges. The
Commission should leave in place the NIC and TIC rate elements for the Small
LEC:s at this time and await comprehensive federal ICC policy reforms to minimize
potentially adverse rate rebalancing impacts on ratepayers. Additionally, the
/1
/1
/1

B Comments of CALTEL at 3.
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Commission need not undertake access charge reform for CLECs. If it nonetheless
chooses to do so, capping CLEC access charges at a level equal to those of the
ILEC serving a particular area is not unreasonable and would be an administratively

expedient way of dealing with CLEC access charges.

Respectfully submitted,

/s/ NATALIE D. WALES

Natalie D. Wales

Staff Counsel

William R. Nusbaum Natalie D. Wales
Senior Telecommunications Attorney Staff Counsel
TURN Division of Ratepayer Advocates
711 Van Ness Avenue, Suite 350 California Public Utilities
San Francisco, CA 94102 Commission
Tel: 415/929-8876 ext. 309 505 Van Ness Avenue
Fax: 415/929-1132 San Francisco, CA 94102
bnusbaum@turn.org Tel: 415-355-5490

Fax: 415-703-2262
June 9, 2006 ndw@cpuc.ca.gov
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CERTIFICATE OF SERVICE

I hereby certify that I have this day served a copy of “REPLY COMMENTS OF
THE DIVISION OF RATEPAYER ADVOCATES AND THE UTILITY REFORM
NETWORK ON PHASE III ISSUES” in R.03-08-018 by using the following service:

[ ] E-Mail Service: sending the entire document as an attachment to all known
parties of record who provided electronic mail addresses.

[ ]U.S. Mail Service: mailing by first-class mail with postage prepaid to all
known parties of record who did not provide electronic mail addresses.

Executed on June 9, 2006 at San Francisco, California.

/s/ REBECCA ROJO

Rebecca Rojo

NOTICE

Parties should notify the Process Office, Public Utilities
Commission, 505 Van Ness Avenue, Room 2000, San Francisco,
CA 94102, of any change of address and/or e-mail address to
insure that they continue to receive documents. You must indicate
the proceeding number on the service list on which your name
appears.
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R.03-08-018 — email addresses

chamill@att.com
dana.hoyle@niicommunications.com
todil@mckennalong.com
elaine.duncan@verizon.com
bnusbaum@turn.org
garciela.gomez@yverizonbusiness.com
gregory.castle@sbc.com
hojoon.hwang@mto.com
mwand@mofo.com
stephen.h.kukta@sprint.com
agrimaldi@mckennalong.com
gblack@cwclaw.com
mschreiber@cwclaw.com
smalllecs@cwclaw.com
deyoung@caltel.org
jsf@joefaber.com
grs@calcable.org
ll@calcable.org
mp@calcable.org
esprague@pacwest.com
adam.sherr@qwest.com
cheeld@tminc.com
charles.gerkin@algx.com
rex.knowles@xo.com
dan.foley@sbc.com
jcompton@telscape.net
jacque.lopez@verizon.com
mshames@ucan.org
esther.northrup@cox.com
mmulkey@arrival.com
rdeutsch@sidley.com
aln2@pge.com
august.stofferahn@pillsburylaw.com
info@tobiaslo.com
pcasciato@sbcglobal.net
jclark@gmssr.com
mmattes@nossaman.com
ngieleghem@cwclaw.com
ens@loens.com
uf65@aol.com
john_gutierrez@cable.comcast.com
jsumpter@pacwest.com
rl@comrl.com
fua@cpuc.ca.gov
hcf@cpuc.ca.gov
mab@cpuc.ca.gov
nxb@cpuc.ca.gov
rwc@cpuc.ca.gov
hey@cpuc.ca.gov
sim@cpuc.ca.gov
vfb@cpuc.ca.gov



